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§120.926

§120.926 Referral fee.

The CDC can receive a reasonable re-
ferral fee from the Third Party Lender
if the CDC secured the Third Party
Lender for the Borrower under a writ-
ten contract between the CDC and the
Third Party Lender. Both the CDC and
the Third Party Lender are prohibited
from charging this fee to the Borrower.
If a CDC charges a referral fee, the CDC
will be construed as a Referral Agent
under part 103 of this chapter.

[68 FR 57988, Oct. 7, 2003]
504 LLOANS AND DEBENTURES

§120.930 Amount.

(a) Generally, a 504 loan may not ex-
ceed 40 percent of total Project cost
plus 100 percent of eligible administra-
tive costs. For good cause shown, SBA
may authorize an increase in the per-
centage of Project costs covered up to
50 percent. No more than 50 percent of
eligible Project costs can be from Fed-
eral sources, whether received directly
or indirectly through an intermediary.

(b) A 504 loan must not be less than
$25,000.

(c) Upon completion of the Project,
the Debenture amount will be reduced
by the amount that the unused contin-
gency reserve exceeds 2 percent of the
anticipated Debenture.

[61 FR 3235, Jan. 31, 1996, as amended at 68
FR 57988, Oct. 7, 2003]

§120.931 504 Lending limits.

504 loan amounts shall be limited to:

(a) An outstanding Dbalance of
$5,000,000 for each Borrower and its af-
filiates if the loan proceeds will not be
directed towards a Project in para-
graph (c) of this section,

(b) An outstanding Dbalance of
$5,000,000 for each Borrower and its af-
filiates if one or more of the public pol-
icy goals enumerated in §120.862(b) ap-
plies to the Project; and

(c) $5,500,000 for each Project for:

(1) Small Manufacturers (NAICS
Codes 31-33) with all production facili-
ties located in the United States;

(2) Reduction of the Borrower’s, or if
the Borrower is an Eligible Passive
Company, the Operating Company’s en-
ergy consumption by at least 10%; or

13 CFR Ch. | (1-1-12 Edition)

(3) Plant, equipment and process up-
grades of renewable energy sources
such as the small-scale production of
energy for individual buildings’ or
communities’ consumption, commonly
known as micropower, or renewable
fuel producers including biodiesel and
ethanol producers.

[76 FR 63547, Oct. 12, 2011]

§120.932 Interest rate.

The interest rate of the 504 Loan and
the Debenture which funds it is set by
the SBA and approved by the Secretary
of the Treasury.

§120.933 Maturity.

From time to time, SBA will publish
in the FEDERAL REGISTER the available
maturities for a 504 loan and the De-
benture that funds it. Such available
maturities remain in effect until
changed by subsequent FEDERAL REG-
ISTER publication.

[68 FR 57988, Oct. 7, 2003]

§120.934 Collateral.

The CDC usually takes a second lien
position on the Project Property to se-
cure the 504 loan. Sometimes addi-
tional collateral is required. (In rare
circumstances, SBA may permit other
collateral substituted for Project Prop-
erty.) All collateral must be insured
against such hazards and risks as SBA
may require, with provisions for notice
to SBA and the CDC in the event of im-
pending lapse of coverage.

[68 FR 57988, Oct. 7, 2003]

§120.935 Deposit from the Borrower
that a CDC may require.

At the time of application for a 504
loan, the CDC may require a deposit
from the Borrower of $2,500 or 1 percent
of the Net Debenture Proceeds, which-
ever is less. The deposit may be applied
to the loan processing fee if the appli-
cation is accepted, but must be re-
funded if the application is denied. If
the small business withdraws its appli-
cation, the CDC may deduct from the
deposit reasonable costs incurred in
packaging and processing the applica-
tion.
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